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SUBJECT: FOREIGN EXCHANGE MARKET NERVOUS AFTER WEEKEND VIOLENCE 

1 . ON MONDAY, MARCH 14, LIRA CLEARLY SHOWED EFFECTS OF 
WEEKEND OF VIOLENCE. LIRA/DOLLAR RATE REACHED AT TIMES 
890 ON ITALIAN AND FOREIGN EXCHANGES; RATE FIXED OFFICIALLY 
IN ITALY AT 886.475, BUT UNDERLYING MARKET CONSIDERABLY 
ALTERED FROM PRECEDING EQUILIBRIUM CONDITIONS AT 885 RATE. 

BANK OF ITALY APPEARS TO HAVE REGAINED CONTROL OF SITUATION 
DURING SUCCEEDING TWO DAYS; OFFICIAL FIXING 887 MARCH 15 
AND 886.95 MARCH 16. EXCESS DEMAND FOR DOLLARS. HOWEVER, 

CONTINUES TO PREVAIL AT PRESENT RATE. 

2. LIRA SUFFERED LESS THAN EXPECTED ON ELIMINATION OF TAX 
AND FORCED DEPOSIT AT END FEBRUARY, NOR DID MOST RECENT 
INDICATORS ON TRADE AND INFLATION, WHICH SHOWED WORRISOME 
TRENDS CONTINUING THROUGH JANUARY, HAVE ANY ADVERSE EFFECTS 
AT TIME OF PUBLICATION MARCH 8 AND 9. CURRENT SHAKINESS 

IS PROBABLY LARGELY ATTRIBUTABLE TO HEIGHTENED CLIMATE 
OF POLITICAL AND SOCIAL TENSIONS. BEAUDRY 
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